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T NEW ARPLIGAT

Steve Wene, No. 019630 e e g
MOYES SELLERS & SIMS LTD. R
1850 N. Central Avenue, Suite 1100 pen e s e e =
Phoenix, Arizona 85004 S

(602)-604-2189
swene@lawms.com
Attorneys for Mount Tipton Water Co., Inc.

BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS Arizona Comoration Commission
KRISTIN K. MAYES, CHAIRMAN DOCKETED
GARY PIERCE NOV

PAUL NEWMAN 13 2009
SANDRA D. KENNEDY BOCRETE oY

BOB STUMP

APPLICATION OF MOUNT TIPTON Docket No.  W-02105A-09-0522
WATER CO., INC. FOR AN INCREASE

IN ITS WATER RATES RATE APPLICATION

The Mount Tipton Water Company, Inc. (“Company” or “Applicant”), hereby
applies for an increase in its water rates.
SUPPORTING DOCUMENTATION
Pursuant to A.A.R. Rule 14-2-103, the Company submits the following
documentation in support of the proposed increase in rates and charges:
e Direct Testimony of Sonn S. Rowell (see Exhibit 1);
e Required Schedules, Statements, and Documentation (see Exhibit 2);

e Water Use Data Sheets (see Exhibit 3);

R
iOph 00001 03168
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e Plant Descriptions (see Exhibit 4);

e ADEQ Compliance Status Report (see Exhibit 5); and

4 e Monitoring Assistance Program Sampling Fee Invoice (see Exhibit 6).
° RESPECTFULLY SUBMITTED this 13® day of November, 2009.
MOYES SELLERS & SIMS

8 S Woripn”

Steve Wene
10 Attorneys for Mount Tipton Water Co., Inc.

11

1, || Original and 13 copies of the foregoing
filed this 13™ day of November, 2009, with:
13
Docket Control

Arizona Corporation Commission
15 |1 1200 West Washington

Phoenix, Arizona 85007

14

16

17 Codl?y of the foregoing mailed this
18 13™ day of November, 2009, to:
19 || Janice Alward, Chief Counsel
Legal Division

Arizona Corporation Commission
21 || 1200 W. Washington Street
Phoenix, Arizona 85007

20

22

23 |{ Ernest Johnson, Director

Utilities Division

Arizona Corporation Commission
25 || 1200 West Washington Street
Phoenix, Arizona 85007

24

26

27
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE

PAUL NEWMAN

SANDRA D. KENNEDY

BOB STUMP

APPLICATION OF MOUNT TIPTON
WATER COMPANY, INC. FOR AN DIRECT TESTIMONY OF
INCREASE IN ITS WATER RATES SONN S. ROWELL

Q-1 Please state your name and current employment position:

A-1 My name is Sonn S. Rowell, and I am a Certified Public Accountant and
managing member of Desert Mountain Analytical Services, PLLC.

Q-2 Describe your educational and professional background:

A-2 Ihave a Bachelor of Science Degree in Accounting from Arizona State University,
as well as my CPA certification from the Arizona State Board of Accountancy. I have
worked for many years in the practice of public accounting, and have held part-time
teaching positions at Mesa Community College. After employment with the Utilities
Division of the Arizona Corporation Commission for four years, I started DMAS and

now specialize in regulatory accounting and consulting.
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Q-3 By whom are you employed and in what capacity?

A-3 Ihave been retained by Mount Tipton Water Company, Inc. (“MTWC” or
“Company”) to perform a financial analysis of their books and records in order to prepare
a rate application for submittal to the Arizona Corporation Commission (“Commission”)
to comply with Commission orders.

Q-4 Whatis the purpose of your testimony?

A-4  The purpose of my testimony is to present my analysis and recommendations
concerning the development of the Company’s gross revenue requirement, taking into
account adjusted rate base, adjusted operating income, working capital requirements, the
current rate of return for the historic twelve month period, required operating income, the
proposed rate of return, and other relevant factors. I will also sponsor certain exhibits in
support of the rate application.

Q-5 Please summarize the Company’s proposal.

A-5 The Company is seeking an increase in net revenue of $58,967, or a rate increase
of 18.81%. The amount of increase necessary to the revenue requirement per Schedule
A-11is $78,014, however, MTWC is currently collecting an emergency surcharge
included in current rates that serves to offset the total amount of the increase. The
Company is requesting discontinuance of the emergency surcharge at the time new rates
are approved as the proposed rates are designed to satisfy estimated expense levels

without the separate $10 per month surcharge.
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Q-6 What is the basis for your recommendation?

A-6 I analyzed the Company’s records to determine its adjusted revenues and expenses
during the test year ending June 30, 2009. Next, I calculated the proposed revenue
requirement in order to ensure the Company can earn sufficient revenue to pay prior
liabilities, current expenses, and provide adequate and reliable water service. Based
upon my analysis, I have prepared the schedules in accordance with A.A.C. Rule
14-2-103 that are set forth in Application Exhibit 2, which I adopt as part of my
testimony.

Q-7 Regarding Application Income Statement C-1, why was the adjustment (A) to
metered water revenue for $2,764 made?

A-7  This adjustment is comprised of two factors. First, a programming error in the
water billing system caused customers whose monthly usage reached the third
commodity tier to be under charged by $.01 to $4.00, depending on usage. The effect of
this problem is estimated to be about $2,387 for the test year, and has been corrected.
The second part of this adjustment ($377) is attributed to the 1 inch meter customer, and
a “grandfathered” agreement to charge this customer 5/8 inch meter rates. This has been
discontinued and the 1 inch customer is being charged tariff rates now. Of the $377
adjustment, $15 is the result of the aforementioned billing problem in the third tier.

Q-8 Why was adjustment (B) to Surcharge Revenue made for (521,810)?

A-8 That amount reflects how much revenue was generated by the emergency

surcharge during the three months of the test year it was in effect. The surcharge is set to
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expire at the end of the year, or upon issuance of new rates, so this amount of revenue is
included in the proposed revenue requirement and rate design for metered water revenue.
Q-9 Please explain adjustment (C) to Repairs and Maintenance for $6,863.

A-9  Adjustment (C) is comprised of four invoices from the test year that are labeled as
repair, and were capitalized. These four invoices were excluded from test year plant
additions, and this adjustment reclassifies these costs to Repairs and Maintenance. The

invoice detail is as follows:

Vendor Reason Amount
Hughes Supply Ford fittings $876
HD Supply Waterworks Main break $776
A-1 Well Service and Supply | Repairs $711
A-1 Well Service and Supply Clean Chambers well | $4,500

Q-10 Are adjustments (D) for $250 to Office Supplies and Expense and adjustment
(E) to Regulatory Commission expense for (35,350) related?

A-10 Yes. The adjustment to Regulatory Commission Expense reclassifies the cost of a
CD for a Letter of Credit for $5,100 to account 135 as reflected on Schedule E-1. The
balance of adjustment E, $250, reclassifies bank fees to Office Supplies as adjustment D.
Q-11 Please explain adjustment (F) to Rate Case Expense for $6,667.

A-11 Rate case expense is estimated to cost $20,000, and is amortized over three years.
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Q-12 Please explain adjustment (G) to Miscellaneous Expense.

A-12 The Company currently pays $1,780.09 per month in fees to WIFA for the loan.
The adjustment of $9,109 reflects the increase in expense necessary to include an annual
expense level of $21,361 for these fees.

Q-13 What are factors in the $180 adjustment (H) to depreciation expense?

A-13 This adjustment was made to reflect proposed depreciation expense of $48,692
less amortization of Contributions in Aid of Construction of $13,419, or $35,273.

Q-14 Why did you increase franchise taxes by $681 in adjustment (I)?

A-14 MTWC is required to pay a franchise tax of 2% of gross revenue to Mohave
County. This adjustment increases franchise tax to equate 2% of actual test year revenue
($313,538 times 2%), or $6,271.

Q-15 Why did you make adjustment (J) to other income and expenses below test
year operating income?

A-15 Adjustment (J) removes a prior period adjustment recorded on the books for
$34,387 during the test year that is non-recurring.

Q-16 How did you calculate the amount of $78,014 for adjustment (K)?

A-16 The proposed increase amount to metered water revenue is calculated on Schedule
A-1, and appears on Line 8.

Q-17 Why was adjustment (L) made to Franchise Taxes?

A-17 This adjustment increases franchise tax based on the proposed increase to revenue.
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Q-18 Is there anything unusual about this application that you would like to
discuss?

A-18 Yes. MTWC has a coin operated vending machine that dispenses water to
customers. Currently, customers get about 58 gallons for a quarter, however, due to
customers turning off the machine when their container is full, actual sales are closer to
49.7 gallons per quarter (14.33% average decrease). To increase revenue in this
category, but yet remain competitive with other water vending machines in the area, the
company proposes decreasing the gallons sold per quarter from 58 to 40. Proposed
revenue is based upon the 40 gallons per quarter reduced by the “early turn off” factor of
14.33%, or 34.3 gallons. When this amount is divided into the test year gallons from the
coin machine (3,309,200), it is estimated the company will receive 96,567 quarters at

proposed rates, or $24,142.
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Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Explanation:

Schedule showing computation of increase in
gross revenue requirements and spread of revenue
increase by customer classification.

Schedule: A-1

Title: Computation of Increase in Gros:

Revenue Requirements.

All Utilities
Class A

Class B

Class C

Class D
Special Reqmt

Required for:

Original Cost RCND

LI

(a)

(c)

1. Adjusted Rate Base $ 588,112 (a) $ 588,112
2. Adjusted Operating Income $ (17,643) (b) $ (17,643) (b)
3. Current Rate of Return 0.00% 0.00%
4. Required Operating Income $ 58,811 $ 58,811
5. Required Rate of Return 10.00% 10.00%
6. Operating Income Deficiency (4 - 2) $ 76,454 $ 76,454
7. Gross Revenue Conversion Factor 1.0204 (c) 1.0204
8. Increase in Gross Revenue Requirements (6 x 7) $ 78,014 $ 78,014
Customer Revenue at Revenue at Dollar Percent

Classification Present Rates Proposed Increase Increase
Residential $ 235,773 § 300,844 $ 65,071 27.60% (d)
Commercial 31,882 40,096 8,214 25.76%
Emergency Surcharge 21,810 - (21,810) -100.00%
Coin Operated 16,650 24,142 7,492 45.00%
Other 7,424 7,424 - 0.00%
Total $ 313,538 § 372,506 $ 58,967 18.81%

Note: For combination utilities, the above information should be presented in total and by department.

Supporting Schedules:
(a) B-1(c) C-3
(b) C-1(d) H-1




Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Schedule: A-2

Title: Summary Results of Operations

Required for: All Utilities

X]

Explanation: Class A
Schedule showing comparative operating results for Class B
the test year and the 2 fiscal years ended prior to the Class C ]
end of the test year, compared with the projected year. ClassD | |
Specl Reqmt :
Prior Years Test Year Projected Year
Year End Year End Actual Adjusted Present Proposed
31-Dec-07  31-Dec-08 Rates Rates Rates Rates
Description (a) (a) (a) (b) (c) (©)
1. Gross Revenues $ 299,492 $ 285932 § 313,538 $§ 294,492 § 294492 § ‘372,506
2. Revenue Deductions & Operating Expenses (325,885) (328,582) (293,735) (312,135) (312,135)  (313,696)
3. Operating Income $ (26393) $ (42,650) $ 19,803 $ (17,643) $ (17,643) § 583811
4, Other Income and Deductions 3,662 50,202 46,393 11,556 11,556 11,556
5. Interest Expense 19,738 18,001 13,507 13,507 13,507 13,507
6. Net Income $ (42,469) $ (10,449) $ 52,689 $ (19,594) § (19,594) § 56,860

7. Earned Per Average Common Share*

8. Dividends Per Common Share*

9. Payout Ratio*

10. Return on Average Invested Capital

11. Return on Year End Capital

12. Return on Average Common Equity

13. Return on Year End Common Equity

14. Times Bond Interest Earned - Before Inc Tax

15. Times Total Interest and Preferred Dividends

Earned - After Income Taxes

Ratios not meaningful due to negative equity amount.

Supporting Schedules:
(a) E-2
(b) C-1
(¢) F-1

*QOptional for projected year




Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Schedule: A-4

Title: Construction Expenditures and
Gross Utility Plant in Service

Required for:
Explanation:
Schedule showing construction expenditures, plant placed
in service and gross utility plant in service for the test year
and the 2 fiscal years ended prior to the end of the test year,
compared with the projected year.
Net Plant Gross Utility
Construction Placed Plant In
Expenditures In Service Service
Year (a) (b)
1. Prior Year 1 - 2007 $ 35,615 § 35,615 § 1,677,229
2. Prior Year 2 - 2008 31,639 31,639 1,708,868
3. Test Year - 06/30/2009 18,713 18,713 1,727,581
4. Projected Year - 06/30/10 140,000 140,000 1,867,581

5. Projected *
6. Projected *

* Required only for Class A and B Utilities

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
(a) F-3
(by E-5

All Utilities
Class A
Class B
Class C
Class D

Specl Reqmt | |

=]

11




Mount Tipton Water Company, Inc. Schedule: B-1
Test Year Ended June 30, 2009 Title: Summary of Original Cost
and RCND
Required for: All Utilities [X]
Explanation: Class A [
Schedule showing elements of adjusted original cost Class B [
and RCND rate bases. Class C
Class D ]
Specl Reqmt E
Original Cost RCND
Rate Base* Rate Base*
1. Gross Utility Plant in Service $ 1,727,581 $ 1,727,581
2. Less: Accumulated Depreciation (1,147,977) (1,147,977)
3. Net Utility Plant in Service $ 579,604 (a) 579,603.66 (b)
Less:
4. Advances in Aid of Construction 22,612 (c) 22,612 (c)
5. Contributions in Aid of Construction (net) 67,502 (c) 67,502 (c)
Add:
6. Allowance for Working Capital 98,622 (d) 98,622 (d)
7. Total Rate Base $ 588,112 (e) $ 588,112 (e)

* Including pro forma adjustments

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) B-2 (d)B-5 (e) A-1
(b) B-3

(c) E-1




Mount Tipton Water Company, Inc. Schedule: B-2
Test Year Ended June 30, 2009 Title: Original Cost Rate Base
Proforma Adjustments

Required for: All Utilities X

Explanation: Class A

Schedule showing pro forma adjustments to gross plant Class B |
in service and accumulated depreciation for the original Class C ]
cost rate base. Class D ]

Specl Reqmt ||

Actual at End Pro forma Adjusted at End
Of Test Year (a) Adjustment Of Test Year (b)
1. Gross Utility Plant in Service $ 1,727,581 $ 1,727,581
2. Less: Accumulated Depreciation (1,147,977) (1,147,977)
3. Net Utility Plant in Service $ 579,604 $ - $ 579,604

All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) E-1 (b) B-1




Mount Tipton Water Company, Inc. Schedule: B-5
Test Year Ended June 30, 2009 Title: Computation of Working
Capital
Required for: All Utilities
Explanation: Class A
Schedule showing computation of working capital allowance. Class B
Class C

| X
Class D B
Specl Reqmt [

Amount
1. Cash working capital
1/24th Purchased Power $ 1,539
1/24th Purchased Water 171
1/8th Operation & Maintenance Expense 29,478
2. Materials and Supplies Inventories - (a)
3. Prepayments 67,434 (a)
4. Total Working Capital Allowance $ 98,622 (b)

NOTES:

1. Adequate detail should be provided to determine the bases for the above computations.

2. Adjusted test year operating expenses should be used in computing cash working capital requirements.
3. Combination utilities should compute working capital allowances for each department.

Supporting Schedules: Recap Schedules:
(a) E-1 (b) B-1




Mount Tipton Water Company, Inc. Schedule: C-1
Test Year Ended June 30, 2009 Title: Adjusted Test Year Income
Statement

Required for: All Utilities

Explanation: Class A
Schedule showing statement of income for the test year, Class B
including pro forma adjustments. Class C
Class D
Specl Reqmt
Test Year
Actual for Test Proforma  Results After Proposed Adjusted Test
Year Ended (a) Adjustments  Pro Forma Rate Year With
Description 30-Jun-09 Ref (b) Adjustments Increase  Rate Increase
Operating Revenues:
460 Unmetered Water Revenue $ 100 $ - $ 100 $ 100
461 Metered Water Revenue 267,655 A 2,764 270419 K § 70,522 340,941
461.1 Coin-Operated Sales 16,650 16,650 K 7,492 24,142
474 Other Water Revenue 7,324 7,324 7,324
474.1 Surcharge Revenue 21,810 B (21,810) - -
Total Operating Revenue $ 313,538 $ (19,046) § 294,492 $ 78014 § 372,506
Operating Expenses:
601 Salaries & Wages $ 93,529 $ 93,529 $ 93,529
610 Purchased Water 4,109 4,109 4,109
615 Purchased Power 36,926 36,926 36,926
618 Chemicals - -
620 Repairs & Maintenance 7,501 C 6,863 14,364 14,364
621 Office Supplies and Expense 14,126 D 250 14,376 14,376
630 Outside Services 7,155 7,155 7,155
635 Water Testing 3,716 3,716 3,716
641 Rental Expense 6,582 6,582 6,582
650 Transportation Expense 9,746 9,746 9,746
657 Insurance - General Liability 22,503 22,503 22,503
659 Insurance - Health and Life - -
665 Regulatory Commission Expense 5350 E (5,350) -
666 Rate Case Expense F 6,667 6,667 6,667
675 Miscellaneous Expense 12252 G 9,109 21,361 21,361
403 Depreciation & Amortization 35,093 H 180 35,273 35,273
408 Property Taxes 17,019 17,019 17,019
408.1 Taxes Other Than Income 12,538 12,538 12,538
408.2 Franchise Taxes 5590 I 681 6271 L 1,561 7,832
409 Income Taxes $ - - - ~
Total Operating Expenses $ 293,735 $ 18,400 § 312,135 $ 1,561 $ 313,696
OPERATING INCOME/(LOSS) §$ 19,803 $ (37.446) § (17,643) (¢) $ 76453 § 58,811
Other Income/(Expense):

419 Interest and Dividend Income $ 106 $ 106 $ 106
419.1 Rental Income 11,450 11,450 11,450
421 Non-Utility Income 34,837 J (34,837) - -
426 Miscellaneous Non-Utility Expenses - - -
427 Interest Expense (13,507) (13,507) (13,507)

Total Other Income/(Expense) $ 32,886 $ (34.837) § (1,951) $ - $ (1,95hH
NET INCOME/(L.OSS) $ 52,689 $ (72,283) § (19,594) $ 76453 § 56,860

Note: For combination utilities, above information should be presented in totai and by department.

Supporting Schedules: Recap Schedules:
(@) E-2 (b)C-2 (c) A-1
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Mount Tipton Water Company, Inc. Schedule: C-3
Test Year Ended June 30, 2009 Title: Computation of Gross Revenue

Conversion Factor

Required for: All Utilities E
Explanation: Class A
Schedule showing incremental taxes on gross revenues and Class B _‘
the development of a gross revenue conversion factor. Class C ]
Class D L
Specl Reqmt | |
Description Calculation
Revenue 100.0000%
Less: County Franchise Tax @ 2.00% -2.0000%
Operating Income 98.0000%
Gross Revenue Conversion Factor = 1/Operating Income % 1.0204

Note: All tax percentages shall include the effect of other taxes upon the incremental rate. The applicant
may use other formulas in developing the conversion factor.

Supporting Schedules: Recap Schedules:
(a) A-1




Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Schedule: D-1
Title: Summary Cost of Capital

Required fc All Utilities B(—
Explanation: Class A
Schedule showing elements of capital structure Class B L_
and the related cost. Class C
Class D
S ]
pecl Reqmt | |
End of Test Year End of Projected Year
Cost Composite Cost Composite
Invested Capital Amount Y Rate (e) Cost % Amount % Rate (e) Cost %
Long-Term Debt (a)
USDA RD 91-03 $ 58,993 7.59% 4.5000% 0.3415% $ 58,993 7.59% 4.5000% 0.3415%
USDA RD 91-05 67,159 8.64% 4.5000% 0.3888% 67,159 8.64% 4.5000% 0.3888%
WIFA Loan 651,235 83.77% 4.7250% 3.9582% 651,235  83.77% 4.7250% 3.9582%
Short-Term Debt (a) - - 0.00%
Common Equity (c) (364,892) 0.00% 10.00% 0.00% (364,892) 0.00% 10.00% 0.00%
Totalt $ 777,387 100.00% 4.6885% $§  (364,892) 100.00% 4.6885%

tNote: Negative equity is assumed to be zero for these calculations.

Supporting Schedules: Recap Schedules:
(ayD-2 (e) A-3

(b) D-3

(c)yD-4

(d) E-1




Mount Tipton Water Company, Inc. Schedule: E-1
Test Year Ended June 30, 2009 Title: Comparative Balance
Sheet
Required for: All Utilities
Explanation: Class A
Schedule showing comparative balance sheets at the end of the Class B
test year and the 2 fiscal years ended prior to the test year. Class C
Class D
Specl Reqmt

Test Year At  Prior Year Prior Year
30-Jun-09 31-Dec-08  31-Dec-07

ASSETS

Property, Plant & Equipment: (a)
101 Utility Plant In Service $ 1,727,581 §$ 1,708,868 $ 1,677,229
105 Construction Work in Process - - -
108 Accumulated Depreciation (1,147,977)  (1,126,204) (1,078,516)
121 Non-Utility Property

Total Property Plant & Equipment $ 579,604 $ 582,664 $ 598,713

Current Assts:
131 Cash $ 18,422 §$ 14,067 § 11,984
135 Temporary Cash Investments 5,100
141 Customer Accounts Receivable 30,081 18,067 20,136

146 Notes/Receivables from Associated Companies
151 Plant Material and Supplies

162 Prepayments 67,434 66,242 77,869
174 Miscellaneous Current and Accrued Assets
Total Current Assets $ 121,037 $ 98,376 $§ 109,989
TOTAL ASSETS $ 700,641 $ 681,040 $ 708,702

LIABILITIES and CAPITAL
Capitalization: (b)

201 Common Stock Issued

211 Paid in Capital in Excess of Par Value

215 Retained Earnings (364,892) (406,353) (436,426)
Total Capital $  (364,892) $ (406,353) § (436,426)

Current Liabilities:
231 Accounts Payable $ 91,178 $ 89,609 § 73,889
232 Notes Payable (Current Portion)
234 Notes/Accounts Payable to Associated Companies

235 Customer Deposits 14,940 16,241 44,744
236 Accrued Taxes 88,324 75,816 55,784
241 Miscellaneous Current and Accrued Liabilities 3,590 11,783 8,800
Total Current Liabilities $ 198,032 § 193449 § 183217
224 Long-Term Debt (Over 12 Months) $ 777,387 $ 787,330 $ 836,603
Deferred Credits:
251 Unamortized Premium on Debt $ - $ - $ -
252 Advances In Aid Of Construction 22,612 32,403 37,678
271 Contributions In Aid Of Construction 347,002 347,002 347,002
272 Less: Amortization of Contributions (279,500) (272,791) (259,372)
281 Accumulated Deferred Income Tax
Total Deferred Credits $ 90,114 $ 106,614 § 125308
Total Liabilities $ 1,065,533 $ 1,087,393 $ 1,145,128
TOTAL LIABILITIES and CAPITAL S 700,641 $§ 681,040 § 708,702
Supporting Schedules: Recap Schedules:

(a) E-5 (b) A-3




Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Explanation:

Revenues: (a)
460 Unmetered Water Revenue
461 Metered Water Revenue
474 Other Water Revenue
Total Revenues

Operating Expenses (a)
601 Salaries & Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs & Maintenance
621 Oftice Supplies and Expense
630 Outside Services
635 Water Testing
641 Rental Expense
650 Transportation Expense
657 Insurance - General Liability
659 Insurance - Health and Life
665 Regulatory Commission Expense
666 Rate Case Expense
675 Miscellaneous Expense
403 Depreciation & Amortization
408 Property Taxes

408.1 Taxes Other Than Income
408.2 Franchise Taxes

409 Income Taxes

Total Operating Expenses

OPERATING INCOME/(LOSS)

Other Income/(Expense)
419 Interest and Dividend Income
419.1 Rental Income
421 Non-Utility Income
426 Miscellaneous Non-Utility Expenses
427 Interest Expense
Total Other Income/(Expense)

NET INCOME/(LOSS)

Supporting Schedules:
(a) E-6

Schedule: E-2

Title: Comparative Income

Schedule showing comparative income statements for the test
year and the 2 fiscal years ended prior to the test year.

Statements
Required for:  All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt
Test Year Prior Year  Prior Year
Ended Ended Ended
30-Jun-09 31-Dec-08 31-Dec-07
$ 100 $ 10,555 §$ 1,673
284,304 264,334 283,317
29,134 11,043 14,502
$ 313,538 $§ 285932 § 299,492
$ 93,529 $ 85,669 $ 75,694
4,109
36,926 35,581 35,535
7,501 12,647 13,861
14,126 19,907 12,115
7,155 13,972 27,734
3,716 3,833 2,669
6,582
9,746 11,426 9,469
22,503 24,682 23,159
3,350
- 2,537
12,252 29,632
35,093 57,867 81,240
17,019 14,769 20,582
12,538 18,597 21,290
5,590
$ 293,735 $ 328,582 $ 325,885
$ 19,803 § (42,650) $ (26,393)
$ 106 § 166 § 218
11,450 15,199 11,350
34,837
- 34,837 (7,906)
(13,507) (18,001) (19,738)
$ 32,886 § 32,201 §  (16,076)
$ 52,689 § (10,449) $§ (42,469)

Recap Schedules:
A2




Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Schedule: E-5
Title: Detail of Utility Plant

Required for: All Utilities

Explanation: Class A
Schedule showing utility plant balance, by detailed account Class B
number, at the end of the test year and the end of the prior Class C
fiscal year. Class D
Specl Reqmt
End of Prior End of Test
Account Year at Net Year at
Number Description 30-Jun-08 Additions 30-Jun-09
301  Organization $ 17,450 $ 17,450
302  Franchises 500 500
303 Land & Land Rights 9,842 9,842
304  Structures & Improvements 82,684 82,684
307  Wells & Springs 448,894 22,441 471,335
311  Pumping Equipment 24,239 1,684 25,923
320  Water Treatment Equipment - -
320.1 Water Treatment Plant - -
320.2 Solution Chemical Feeders 53,075 53,075
330  Distr Res/Standpipes - -
330.1 Storage Tanks 166,480 166,480
330.2 Pressure Tanks - -
331 Té&D Mains 685,818 685,818
333  Services 69,633 69,633
334  Meters & Meter Installations 57,887 1,876 59,763
335  Hydrants 1,230 1,230
339  Other Plant and Misc Equipment 998 998
340  Office Furniture & Equipment 18,691 1,165 19,856
340.1 computers - -
341  Transportation Equipment 31,671 2,000 33,671
343  Tools, Shop, and Garage Equipment 9,288 (2,303) 6,985
345  Power Operated Equipment 167 167
347  Miscellaneous Equipment 8,464 8,464
348  Other Tangible Plant 13,707 13,707
Total Plant In Service $ 1,700,718 $ 26,863 $ 1,727,581
Accumulated Depreciation 1,102,360 45,617 1,147,977
Net Plant In Service $ 598,358 $§ (18,754) $ 579,604
Construction Work in Process - - -
Total Net Plant S 598,358 § (18,754) § 579,604
Supporting Schedules: Recap Schedules:

E-1 A4




Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Explanation:

Schedule showing key operating statistics in comparative format,
for the test year and the 2 fiscal years ended prior to the test year.

Schedule: E-7

Title: Operating Statistics

Required for:

All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt

Test Year Prior Year Prior Year
Ended Ended Ended

Water Statistics: 30-Jun-09 31-Dec-08 31-Dec-07
Gallons Sold - By Class of Service:

Residential 25,696,810 32,814,404 32,539,056

Commercial 4,244,625 5,420,316 5,374,834
Service:

Residential 680 704 698

Commercial 42 40 50
Average Annual Gallons Per Residential Customer 37,789 46,611 46,618
Average Annual Revenue Per Residential Custome $ 320.58 § 342.19 $ 228.00
Pumping Cost Per 1,000 Gallons $ 1.2333 $ 0.9306 $ 0.9373




Mount Tipton Water Company, Inc. Schedule: E-§
Test Year Ended June 30, 2009 Title: Taxes Charged to
Operations
Required for: All Utilities [ X]
Explanation: Class A [
Schedule showing all significant taxes charged to operations for Class B |
the test year and the 2 fiscal years ended prior to the test year. Class C [
Class D B
Specl Regmt :

Test Year Prior Year Prior Year

Ended Ended Ended

Description 30-Jun-09 31-Dec-08 31-Dec-07
Federal Taxes:

Income $ - $ - $ .

Payroll 7,705 7,104 6,341
Total Federal Taxes $ 7,705 $ 7,104 $ 6,341
State Taxes:

Income $ - $ - $ -

Payroll 3,402 2,835 2,520
Total State Taxes $ 3,402 $ 2,835 §$ 2,520
Local Taxes:

Property $ 17,019 $ 14,769 $§ 20,582

Franchise 6,271 5,719 5,990
Total Local Taxes $ 23290 $ 20,488 $ 26,572
Total Taxes $ 34397 $ 30,426 $ 35432

NOTE: For combination utilities, the above should be presented in total and by department.

Supporting Schedules: Recap Schedules:




Mount Tipton Water Company, Inc. Schedule: E-9
Test Year Ended June 30, 2009 Title: Notes to Financial
Statements

Required for: All Utilities [X]

Explanation: Class A

Disclosure of important facts pertaining to the understanding Class B ]

of the financial statements. Class C ]
Class D N

Specl Reqmt j

Disclosures should include, but not be limited to the following:

1 Accounting Method.
The books of Mount Tipton are kept as accrual based, and also follow NARUC
rules, including the USoA.

2 Depreciation lives and methods employed by major classification of utility property.
For years up to and including the test year ended 06/30/09, depreciation rates
as authorized in Decision 67162 were used for all plant asset categories.
Proposed depreciation rates were taken from ACC Engineering Staff Memo
regarding their recommended rates for depreciation dated April 21, 2000, and
revised March 1, 2001.

3 Income tax treatment - normalization or flow through.
Since Mount Tipton is structured as a not-for-profit corporation, income
taxes are not included as part of the application.

4 Interest rate used to charge interest during construction, if applicable.
Not Applicable.

Supporting Schedules: Recap Schedules:




Schedule: F-1
Title: Projected Income Statements
Present and Proposed Rates

Mount Tipton Water Company, Inc.
Test Year Ended June 30, 2009

Required for: All Utilities
Explanation: Class A
Schedule showing an income statement for the projected year, Class B
compared with actual test year results, at present and proposed Class C
rates. Class D
Specl Reqgmt

Projected Year

Actual At Present At Proposed
Test Year Rates Rates
Ended (a)  Year Ended (b) Year Ended (b)
31-Dec-08 31-Dec-09 31-Dec-09
Operating Revenues:
460 Unmetered Water Revenue $ 100 $ 100 $ 100
461 Metered Water Revenue 284,304 287,068 365,082
474 Other Water Revenue 29,134 7,324 7,324
Total Operating Revenue $ 313,538 § 294,492 § 372,506
Operating Expenses:
601 Salaries & Wages $ 93,529 § 93,529 § 93,529
610 Purchased Water 4,109 4,109 4,109
615 Purchased Power 36,926 36,926 36,926
618 Chemicals - - -
620 Repairs & Maintenance 7,501 14,364 14,364
621 Office Supplies and Expense 14,126 14,376 14,376
630 Outside Services 7,155 7,155 7,155
635 Water Testing 3,716 3,716 3,716
641 Rental Expense 6,582 6,582 6,582
650 Transportation Expense 9,746 9,746 9,746
657 Insurance - General Liability 22,503 22,503 22,503
659 Insurance - Health and Life - - -
665 Regulatory Commission Expense 5,350 - -
666 Rate Case Expense - 6,667 6,667
675 Miscellaneous Expense 12,252 21,361 21,361
403 Depreciation & Amortization 35,093 35,273 35,273
408 Property Taxes 17,019 17,019 17,019
408.1 Taxes Other Than Income 12,538 12,538 12,538

408.2 Franchise Taxes 5,590 6,271 7,832
409 Income Taxes - - .

Total Operating Expenses $ 293,735 $ 312,135 § 313,696
OPERATING INCOME/(LOSS) $ 19,803 § (17,643) $ 58,811
Other Income/(Expense):
419 Interest Income $ 106 $ 106 $ 106
419.1 Rental Income 11,450 11,450 11,450
421 Non-Utility Income 34,837 - -
426 Miscellaneous Non-Utility Expenses - - -
427 Interest Expense (13,507) (13,507) (13,507)
Total Other Income/(Expense) $ 32,886 § (1,951) $ (1,951)
NET INCOME/(LOSS) $ 52,689 § (19,594) $ 56,860
Earnings per share of average
Common Stock Qutstanding N/A N/A N/A
% Return on Common Equity N/A N/A N/A

Supporting Schedules:
(a) E-2

Recap Schedules:
(b) A-2



Mount Tipton Water Company, Inc. Schedule: F-3

Test Year Ended June 30, 2009 Title: Projected Construction

Requirements

Required for: All Utilities
Explanation: Class A
Schedule showing projected annual construction requirements, by Class B
property classification, for 1 to 3 years subsequent to the test year Class C
compared with the test year. Class D
Specl Reqmt
Actual Projected
Test Year Year
Ended Ended
Property Classification 6/30/2009 6/30/2010
Production Plant $ 16,567 $ 140,000
Transmission Plant -
Other Plant 5,041
Total Plant $ 21,608 § 140,000

NOTE: For combination utilities, the above should be presented by department.

Supporting Schedules: Recap Schedules:
() F2 & A4

LLT [T [x]




Mount Tipton Water Company, Inc. Schedule: F-4
Test Year Ended June 30, 2009 Title: Assumptions Used in
Developing Projections

Required for:  All Utilities

Explanation: Class A

Documentation of important assumptions used in preparing Class B

forecasts and projections Class C
Class D
Specl Reqmt

Important assumptions used in preparing projections should be explained.
Areas covered should include:

1 Customer growth
The company has experienced customer decline in the past few years, and does
not anticipate that will change.

2 Growth in consumption and customer demand
Customer count, demand, and consumption has actually been decreasing.

3 Changes in expenses
The company believes the test year, with the limited proforma adjustments
included in this application, accurately depict expense levels going forward.

4 Construction requirements including production reserves and changes in plant capacity
Mount Tipton is currently cleaning and putting new pumps into many of the wells,
and may possibly drill a new well. They are also putting in a large amount of new
meters, which has been an ongoing project.

5 Capital structure changes
No changes to the capital structure are anticipated.

6 Financing costs, interest rates
Currently, the Company has three loans as depicted on Schedule D-1, that totaled
$777,387 at the end of the test year. Two of the loans are with USRDA for system
improvements, both having interest rates of 4.5%, and one is from WIFA to
purchase Dolan Springs Water Company in 2001, and make improvements. The
interest on that loan is 4.725%.

Supporting Schedules: Recap Schedules:

LI T T T I




Mount Tipton Water Company
Test Year Ended June 30, 2009

Explanation:

Schedule: H-1

Title: Summary of Revenues by Customer
Classification - Present and Proposed Rates

Required for: All Utilities

Schedule comparing revenues by customer classification for
the Test Year, at present and proposed rates.

Revenues in the Test Year (a)

Class A
Class B
Class C
Class D
Specl Regmt

Proposed Increase (b)

[ X]

Customer Classification  Present Rates Proposed Rates  Amount %
Residential

5/8 x 3/4 inch $ 235,773 $ 300,844 65,071 27.60%
Commercial

5/8 x 3/4 inch 19,253 23,897 4,644 24.12%

1 inch 570 1,263 693 121.75%
1.5 inch 3,169 3,908 739 23.31%

2 inch 2,659 3,545 886 33.30%

4 inch 6,231 7,483 1,252 20.09%
Emergency Surcharge $ 21,810 - (21,810)  -100.00%
Coin Operated $ 16,650 24,142 7,492 45.00%
Total Water Revenues $ 306,114 § 365,082 $ 58,967 19.26%
Other Revenues $ 7,424 % 7,424 - 0.00%
Total Revenues $ 313,538 § 372,506 $§ 58,967 18.81%

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
(a) H-2

Recap Schedules:
(b) A-1




Mount Tipton Water Company
Test Year Ended June 30, 2009

Schedule: H-3
Title: Changes in Representative Rate
Schedules - Page 1 of 2

Required for: All Utilities

Explanation: Class A

Schedule comparing present rate schedules with proposed Class B

rate schedule. Class C
Class D

(Note: Rates apply to both residential and commercial usage) Specl Reqmt

Description Present Rate Proposed Rate % change

MONTHLY USAGE CHARGE

5/8" x 3/4" Meter $ 19.00 § 26.00 37%

3/4" Meter 28.50 39.00 37%

1" Meter 47.50 70.00 47%

1-1/2" Meter 95.00 130.00 37%

2" Meter 152.00 208.00 37%

3" Meter 285.00 416.00 46%

4" Meter 475.00 575.00 21%

6" Meter 950.00 1,300.00 37%

8" Meter 1,425.00 1,950.00 37%

Commodity Charges Per 1,000 Gallons:
5/8 x 3/4 - inch meter

Tier one: 0 - 4,000 Gallons $ 2.45
Tier two: 4,001 to 9,000 Gallons 3.20
Tier three: All Gallons Over 9,000 420

3/4 - inch meter

Tier one: 0 - 4,000 Gallons $ 2.45
Tier two: 4,001 to 15,000 Gallons 3.20
Tier three: All Gallons Over 15,000 4.20

One - inch meter
Tier one: 0 - 25,000 Gallons $ 3.20
Tier two: All Gallons Over 25,000 4.20

One and one half - inch meter
Tier one: 0 - 50,000 Gallons $ 3.20
Tier two: All Gallons Over 50,000 4.20

Two - inch meter
Tier one: 0 - 125,000 Gallons $ 3.20
Tier two: All Gallons Over 125,000 4.20

Three - inch meter
Tier one: 0 - 250,000 Gallons $ 3.20
Tier two: All Gallons Over 250,000 4.20

Four - inch meter
Tier one: 0 - 400,000 Gallons $ 3.20
Tier two: All Gallons Over 400,000 4.20

Six - inch meter
Tier one; 0 - 825,000 Gallons $ 3.20
Tier two: All Gallons Over 825,000 4.20

Eight - inch meter
Tier one: 0 - 1,250,000 Gallons $ 3.20
Tier two: All Gallons Over 1,250,0C 4.20

2.534
3.60
4.50

2.534
3.60
4.50

3.60
4.50

3.60
4.50

3.60
4.50

3.60
4.50

3.60
4.50

3.60
4.50

3.60
4.50




Mount Tipton Water Company
Test Year Ended June 30, 2009

Schedule: H-3

Title: Changes in Representative Rate

Schedules - Page 2 of 2

Description Present Rate Proposed Rate % change

SERVICE CHARGES
Establishment $ 2500 § 30.00 20.00%
Establishment (After Hours) 40.00 45.00 12.50%
Reconnection (Delinquent) 40.00 45.00 12.50%
Reconnection (After Hours) 40.00 45.00 12.50%
Meter Test (If Correct) 40.00 40.00 0.00%
Meter Reread (If Correct) 10.00 20.00 100.00%
NSF Check Charge 15.00 25.00 66.67%
Deposit * *
Deposit Interest (Per Annum) * *
Deferred Payment (Per Month) *k *k
Late Charge (Per Month) ok ok
Re-establishment (Within 12 Month ook Ak
Main Extension N/A Cost
Bulk Sales per 1,000 Gallons = $ 420 $ 6.25 48.81%
Vending rate for 58 gallons 0.25
Vending rate for 40 gallons 0.25
MONTHLY SERVICE CHARGE
FOR FIRE SPRINKLER: N/A Rk
SERVICE LINE AND METER INSTALLATION CHARGES
Refundable Pursuant to AAC R14-2-405

Proposed Rates

Description Present Rate| Service Line Meter Charge Total Charge | % change

5/8" x 3/4" Meter $ 43800!S$ 44500 $ 155.00 $ 600.00 37%
3/4" Meter 462.00 445.00 255.00 700.00 52%
1" Meter 562.00 495.00 315.00 810.00 44%
1-1/2" Meter 838.00 550.00 525.00 1,075.00 28%
2" Meter - Turbine N/A 830.00 1,045.00 1,875.00 100%
2" Meter - Compound 1,094.00 830.00 1,890.00 2,720.00 149%
3" Meter - Turbine N/A 1,045.00 1,670.00 2,715.00 100%
3" Meter - Compound 1,281.00 1,165.00 2,545.00 3,710.00 190%
4" Meter - Turbine N/A 1,490.00 2,670.00 4,160.00 100%
4" Meter - Compound 3,375.00 1,670.00 3,645.00 5,315.00 57%
6" Meter - Turbine N/A 2,210.00 5,025.00 7,235.00 100%
6" Meter - Compound 4,781.00 2,330.00 6,920.00 9,250.00 93%
8" Meter - Turbine N/A 3,000.00 7,500.00 10,500.00 100%
8" Meter - Compound 5,000.00